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Mr. DAVIS of Georgia, from the Committee on Post Office and Civil
Service, submitted the following

REPORT

[To accompany S. 29681

The Committee on Post Office and Civil Service, to whom was
referred the bill (S. 2968) to amend section 8 of the Civil Service
Retirement Act of May 29, 1930, as amended, having considered the
same, report favorably thereon without amendment and recommend
that the bill do pass.

STATEMENT

The bill, S. 2968, will provide for an increase in civil-service retire-
ment and disability annuities paid to employees who retired on or
before April 1, 1952. This increase will amount to $36 for each full
6 months elapsed between the commencing date of the annuity and
October 1, 1952, with a limitation of $324 or 25 percent of the present
rate, whichever is lesser. The increase will be effective the first day
of the second month after the enactment of the bill. No provision is
made under the bill for increases in annuities for those entitled to
present or future survivors' annuities or for Federal employees who
retire subsequent to April 1, 1952.
The increase will terminate on June 30, 1954, or on June 30 of any

subsequent year unless Congress has before that date appropriated
the necessary funds with which to pay the increase for the preceding
fiscal year. There is a second provision for termination of these
increases. This termination will occur at such time as the Consumers'
Price Index of the Bureau of Labor Statistics for three consecutive
months is lower than the index for April 1948.

Section 2 of the bill creates a Committee on Fiscal Policy for Federal
Civilian Retirement Systems. The Secretary of the Treasury, the
Chairman of the Board of Governors of the Federal Reserve System,
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and the Director of the Bureau of the Budget are designated as
members of the Committee.
It shall be the responsibility of this committee to examine into the

various Federal civilian retirement systems and submit a report to
the Congress not later than June 30, 1953, covering the following:
(a) A survey of existing methods of determining and funding the

Government's portion of the cost of the retirement systems for civilian
employees of the United States Government and of the District of
Columbia government;
(b) A recommendation as to the desirability of a uniform method

of cost determination and funding; and
(c) A recommendation of the uniform method of cost determination

and funding (or varied methods applicable to the several systems, if
found desirable), which, in harmony with budget and fiscal policies
of the United States, will result in the proper discharge of the Govern-
ment's liabilities under such retirement systems.

WAIVER OF INCREASE IN ANNUITIES

Section 3 of the bill permits annuitants to waive increases granted
by this bill. This provision is to prevent the occurrence of situations
whereby veterans receiving nonservice connected pensions would be
denied their pension if the civil-service annuity, as a result of this
increase, exceeded $1,400 a year for such single veterans or $2,700
a year if married.

FINANCING THE INCREASES

Under the bill the increases will be paid out of the civil service
retirement and disability fund for a period not exceeding 2 years.
They will not be continued beyond the 2-year period unless appropria-
tions are made to the civil service retirement and disability fund for
the specific purpose of compensating the fund for the cost (as deter-
mined by the Civil Service Commission) of the increases in annuities
provided in this bill.
The increased payments to annuitants under this bill for the 2

years when it will be borne by the fund will amount to $62,000,000.
If this increase is continued by means of appropriations as authorized
by the bill, there will be an additional cost of $218,000,000.

NEED FOR INCREASES

Need for the increases which this bill provides stems from the sharp
increase in the cost of living since the last increase in annuities for
retired Federal employees provided in the Retirement Act Amendments
of 1948. The Consumers' Price Index for April 1952 is 188.7, as
contrasted with 169.9 in April 1948, the date of the last increase in
retirement annuities.

Studies by the Department of Labor in 1950 developed that for a
couple to maintain an adequate standard of living would require an
income of $1,800 a year or $150 a month. Annuities of retired
Federal employees average $96 a month or two-thirds of what is
considered adequate.
Employees retired on disability average $76 a month or one-half of

the adequate amount.
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The committee believes the increases provided in this bill will fill a
critical need for the retired employees, and that it is in harmony with
the recent policy of the Federal Government increasing annuities.
The committee points out that with respect to annuities for which

the Federal Government establishes the policy, Congress has already
approved the principle of increases because of the rising cost of living
for the military, veterans, social-security benefits, railroad retirement
pensions, and Foreign Service employees.

VIEWS OF DEPARTMENTS

The Chairman of the Civil Service Commission, in opposing this
legislation, pointed out that all persons with fixed incomes were
affected by the rise in the cost of living. Granting increases to retired
Federal employees would set them up as a class with special treatment.
He pointed out that there were more than 4 million families in the
country with annual incomes of less than $1,000 a year. The average
annuity paid to Federal retired civil service employees is about $1,200
a year.
The Chairman of the Commission expressed further concern over the

effect of paying increases out of the civil service retirement and dis-
ability fund which he declared to have $5 billion more in liabilities
than in assets. He also stressed the rapid rate of increase of liabilities
when compared with the rate of increase in assets, stating that this
is a dangerous trend and could jeopardize the civil-service retirement
system.
He advocated that if annuities were granted to these retired em-

ployees that they be granted only if appropriations were made there-
for and where the increased annuities would not exceed $1,800 a year.
The Assistant Director of the Bureau of the Budget, who testified

on this legislation, approved it with certain amendments which he felt
necessary if the increases provided in the bill were adopted. He
stressed particularly the need for a comprehensive survey of all Federal
retirement systems, civilian and military, and stated that such a study
should—
include a thorough actuarial investigation of the nature and cost, as well as the
financing, of benefits under all the retirement and related benefit systems for
Federal personnel.

In stressing the importance of such a study, he stated that it should
be made whether or not the Congress increased annuities in order that
it may provide for future adjustments and improvements in our
Federal retirement systems.

It is the view of the committee that despite these objections the
need for granting increases in the annuities of Federal employees
already retired is an overriding consideration and one which should
be approved in this Congress.
The reports of the Civil Service Commission and the Bureau of the

Budget on a companion House bill follow:
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UNITED STATES CIVIL SERVICE COMMISSION,
Washington 25, D. C., June 16, 1952.

Hon. Tom MURRAY,
Chairman, Committee on Post Office and Civil Service,

House of Representatives.
DEAR MR. MURRAY: I am referring further to your letter of May 24, 1952

relative to H. R. 7971, a bill to amend section 8 of the Civil Service Retirement
Act of May 29, 1930, as amended.
The bill would provide for an increase in the annuity of each employee who was

retired on or before April 1, 1952, and who on the date of enactment is receiving,
or entitled to receive, annuity from the civil service retirement and disability
fund. This increase would amount to $36 for each full 6 months elapsed between
commencing date of annuity and October 1, 1952, with a limitation of $324 or
25 percent of present rate, whichever is lesser. The increase would be effective
the first day of the second month after enactment. The bill does not increase
annuities to survivors now on the roll or to those added to the roll in the future.
This stipulated increase would terminate, without subsequent resumption, at

the end of the second month after the Consumers' Price Index of the Bureau of
Labor Statistics had been, for three consecutive months, less than the index for
April 1948. This figure is 169.9 and will be used as the standard, unless the
Bureau revises its calculation ba is in which event the proper conversion factor
will be used in the determination.
The increase would also be subject to such termination on June 30, 1954, or on

June 30 of any later year unless Congress had before that time appropriated the
funds necessary to pay the increases for the fiscal year preceding such date.

There would be created a Committee on Fiscal Policy for Federal Civilian
Retirement Systems, its members being the Secretary of the Treasury, the Chair-
man of the Board of Governors of the Federal Reserve System, and the Director
of the Bureau of the Budget. This Committee would survey existing methods of
determining and funding the Government's cost of these retirement systems and
make report and recommendations to Congress, on or before June 30, 1953, as to
the method or methods of financing which will result in the proper discharge of
the Government's liabilities.

Section 3 of the bill would permit annuitants to waive any or all of their annu-
ities, which waiver would be revokable. While the purpose of the bill is to provide
an income increase to the annuitants affected, the allowance of such increase would
in some instances produce the exact opposite result. Laws providing for pensions
for veterans by reason of non-service-connected disabilities contain a bar against
their receipt where the veteran has an income from other sources in amounts of
$1,400 a year if single, and $2,700 if married. The Veterans' Administration
classes annuities allowed under the Civil Service Retirement Act as such other
income. Therefore, the allowance of this increase would in some cases raise the
income above the limitations specified thereby causing a loss of the entire amount
of the pension, and a corresponding decrease in total income. The proposal
would remedy this situation.
The justification for increases in annuities is based upon a recognized higher

cost of living. The Bureau of Labor Statistics recently estimated the annual
income necessary to support a family of two persons over 65 at a modest but
adequate level of urban living. It found that a modest level of living for a retired
elderly couple costs between $1,700 and $1,800 a year at October 1950 price levels
in nearly half of the 34 cities for which it made estimates. The figure varied
from city to city—for example $1,908 a year in Milwaukee, $1,863 a year in
Washington, D. C., and $1,602 in New Orleans.
In view of these findings, the Commission sees no justification for increasing

annuity rates to more than $1,800 and strongly urges that the bill be changed to
contain this limitation. As of June 30, 1951, 21,080 of a total of 166,680 retired
employees were receiving annuities of $1,800 or more.

As of June 30, 1951, there was in the civil service retirement and disability
fund the sum of $4,419,927,112.89 in cash and investments. This is, of course,
a substantial sum, but creates a false impression or sense of security when
examined alone. On the other side of the ledger, we find that the fund had on
that date liabilities of $9,294,927,112.89. This results in an excess of liabilities
over assets (or deficit) of $4,875,000.000. This is illustrated by the following
comparative statement, which also shows how the deficit has increased from
1947 to 1951.
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Statement of condition of the civil service retirement and disability fund as of June 30,
1947, and June 30, 1951

June 30, 1947 June 30, 1951

LIABILITIES

1. Liability to present and former employees for deductions from
payroll, service-credit purchases, voluntary deposits, and ac-
crued interest  $1,571,744,233. 29 $2,550,616,394.06

2. Liability to beneficiaries or heirs of deceased, retired employees for
unliquidated balances of their contributions, with interest 1,187,210. 41 1,597,797.79

3. Liability to retired employees and survivor annuitants for pay-
ments accrued during June, payable July 1 8.911,558. 28 17,224,223.18

4. Liability for all future payments in respect to employee and sur-
vivor annuitants on the roll 887,098,688. 00 2,016,051,658. 00

5. Liability for prospective annuity benefits based on service already
rendered by present end former employees, not yet retired, in
excess o benefits to be provided by their contributions with
interest 3,103,977.903. 96 4,709,437,039.86

6. Total 5,572,919,593.94 9,294,927,112.89

ASSETS

7. Cash and investments in obligations of the United States  2,478,919,593.94 4,419,927,112.89

DEFICIT

8. Excess of liabilities over assets 3,094,000,000. 00 4,875,000,000. 00

The bill in its present form provides for the payment of the increase out of the
civil service retirement and disability fund for a possible period of 2 years with
no assurance that the fund would be reimbursed by specific appropriation. If
the fund is not reimbursed by appropriation the already huge deficit would be
increased by approximately $62,000,000. In the judgment of the Commission
this is improper; appropriation to cover the increases should be made in advance.
The Commission therefore recommends that the bill be amended to provide

that the proposed increases would not be payable until funds are first appropriated
for this purpose. This is in contrast with the present form of the bill which does
not require any appropriation for the fiscal years 1953 and 1954.
The Commission further recommends that immediate steps be taken to obtain

an appropriation at this session of Congress. A majority of the Commission
believes that if an appropriation is not obtained at this session the increases
should be deferred until such an appropriation is made. Commissioner James
Mitchell believes that if, in the judgment of the committee, a special appropriation
cannot be obtained at this session, the increases should be granted as provided in
the hill.
The appropriation necessary to cover the first year cost of the bill in its present

form is estimated to be $33,900,000, and would need to be made not later than June
30, 1954, in order for increases to be paid after that date. If the Commission's
recommendation for the limitation of $1,800 on increased annuities were adopted,
the first year cost is estimated to be $27,700,000, and, under the Commission's
further recommendation for advance appropriations, this amount would need to
be made available before any increases are payable.
In our opinion the Civil Service Commission, which administers the retirement

system covering the great majority of Federal employees, should be represented
on the proposed Committee on Fiscal Policy for Federal Civilian Retirement
Systems. It is therefore suggested that the Chairman of the Commission be
designated as a member and a fifth member be designated by the President as the
Committee Chairman.
The Commission is unanimous in its belief that. this bill with amendments as

proposed offers an equitable solution to the problem, and there are attached copies
of H. R. 7971 incorporating the amendments recommended by the Commission in
this report. If the amendments suggested in this report are adopted, the bill
would then conform to the main point influencing the Commission in its report on
H. R. 6540, namely, that any increases to retired employees do not impair the
financial structure of the system.

Should hearings be scheduled on this bill, the Commission would appreciate
being given opportunity to testify.
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In view of the need for immediate reply, the Commission has not been able to
clear this report with the Bureau of the Budget.
By direction of the Commission:

Sincerely yours,
ROBERT RAMSPECK, Chairman.

EXECUTIVE OFFICE OF THE PRESIDENT,
BUREAU OF THE BUDGET,

Washington 25, D. C., June 19, 1952.
Hon. Tom MURRAY,

Chairman, Committee on Post Office and Civil Service, House of Representatives,
2218-15 Old House Office Building, Washington 25, D. C.

MY DEAR MR. CHAIRMAN: Reference is made to your letter of May 24, 1952,
inviting the Bureau of the Budget to comment on H. R. 7971, a bill to amend
section 8 of the Civil Service Retirement Act of May 20, 1930, as amended.
As pointed out in Mr. Staats' statement before your committee, a copy of which

is enclosed, the Bureau of the Budget would have no objection to the enactment
of the bill with certain amendments described in the statement.

Sincerely yours,

Enclosure.

ELMER B. STAATS,
Acting Director.

STATEMENT OF ELMER B. STAATS, ASSISTANT DIRECTOR OF THE BUREAU OF
THE BUDGET, BEFORE THE HOUSE COMMITTEE ON POST OFFICE AND CIVIL
SERVICE, ON LEGISLATION TO AMEND THE CIVIL-SERVICE RETIREMENT ACT

On behalf of the Bureau of the Budget, I appreciate this opportunity to discuss
the bills to increase civil-service retirement benefits which are being considered
by your committee. Three central issues are involved in these 14 widely varying
bills: (1) whether there should be an increase in payments to present annuitants
under the civil-service retirement system; (2) if an increase is granted, what form
it should take and how it should be financed; and (3) for the future, what basic
policies should govern the benefits to be provided under the civil service and other
retirement systems for Federal personnel and how these systems should be
financed.

Regarding the first question, as to whether there should be an increase to persons
now on the rolls, it is general knowledge that the decline in purchasing power
which has resulted from advances in prices works a hardship on those who depend
upon fixed annuities for their livelihood. This shrinkage in buying power affects
not only civil-service annuitants but also other groups of persons who depend upon
fixed incomes derived from such sources as savings deposits, life-insurance policies,
and pension rights built up in periods when the purchasing power of the dollar
was greater and the planned levels of income therefore seemed adequate.

Rising prices therefore confront the Federal Government with special problems
in all the benefit and assistance programs which it operates. In considering this
legislation to provide increased payments to present annuitants of the civil service
retirement system, the Congress is faced with the problem of deciding whether
the obligation of the Government to its former employees is different from its
obligation to beneficiaries under other programs. On the one hand, the Govern-
ment has no commitment to restore the purchasing power of these annuities.
On the other hand, the Congress has already enacted, and the President has
approved, legislation providing cost-of-living increases in the railroad retirement,
veterans' compensation and pension, military retirement, and foreign service
retirement benefits. The House has also passed a bill to provide increases in
social security benefits. In addition, in deciding whether to grant the proposed
civil service increases, the Congress will want to consider the role of retirement
benefits as part of the personnel policy for attracting and keeping able people in
the Government service.
I turn now to the second issue, which relates to the form and financing of a

possible increase in benefits. As your committee has been advised in reports
submitted on May 5 and May 19, 1952, on various of the bills under discussion
today, the Bureau of the Budget has no objection to adjustments in the annuities
of those presently on the civil service retirement rolls provided (1) that the
adjustments maintain a reasonable relationship of benefits to length of service
and past earnings of the annuitants and (2) that financial arrangements are made
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so as to avoid impairing the equities of future beneficiaries in the civil service
retirement and disability fund. If the Congress determines that an increase for
present annuitants is warranted, the real issue then appears to be the proposition
that benefit increases for present annuitants be absorbed by the civil service
retirement and disability fund without reimbursement from the General Treasury.
In the light of these considerations, it seems to us that, if the Congress decides

to increase these benefits, S. 2968, the bill passed by the Senate, or H. R. 7971,
which are nearly identical bills, embody a generally acceptable formula for this
increase and for financing it. However, in that event, the provisions for appro-
priations to the trust fund should be made more adequate.
The importance of covering the cost of increased benefits for retired employees

from general appropriations should be particularly emphasized. Because the
civil-service retirement and disability system is basically a staff pension system
covering a particular group of personnel, special care must be taken to adhere to
sound financing principles. Over the years the principle has been followed of
funding the obligations for future benefits under the system through employee
and Government contributions.
The system necessarily started with an unfunded liability for prior service

credits. Rising pay rates and successive liberalizations of the Retirement Act,
coupled with the fact that appropriations made by the Congress have not covered
the Government share of the costs, have resulted in the accumulation of an
unfunded Government liability of nearly $5 billion to the trust fund. While the
contingent liabilities of the Government under other benefit programs are much
larger in amount, this deficiency of $5 billion is a serious problem for the civil-
service system. There is always the danger for Government employees covered
by a staff-pension system that, if the system is overcommitted in terms of the
benefits promised; future Congresses may fail to make the appropriations necessary
to pay the benefits. To strengthen the financial position of the fund, the President
recommended in the 1953 budget that a start be made on amortizing the Govern-
ment's accrued liability to the fund over the next 30 years. Thus the retirement
system eventually would be financed on a full reserve basis.

Since the Bureau has already reported to your committee on all these bills
except H. R. 7971, it may be useful to comment on the scope and extent of
increases in benefits under this particular bill. If an increase is to be granted, the
Bureau of the Budget favors the approach adopted in this bill of providing some
increases to all annuitants in preference to the alternative of restricting increases
to beneficiaries receiving annuities of less than $1,800 a year. On the other
hand, H. R. 7971 does not provide increases to surviving dependents of employees.
If increases are to be provided to the retired employees, consideration should also
be given to providing some assistance to survivors now on the benefit rolls.

Finally, although the annuity increases proposed in this bill would not
necessarily be permanent, no cut-off date is provided and these contingent increases
might continue indefinitely as a supplement to the basic formula. It seems to us
that a definite time limit should be provided, particularly if there is to be a study
of retirement fund financing.
I should like now to discuss the third major question in the retirement field

which confronts the Congress as well as the executive branch. There is need
for a thorough re-evaluation of basic policy for the provision and financing of
retirement and other types of similar benefits for all categories of Federal personnel.
This involves also the clarification of the relationships among the various staff
pension systems as well as between such systems and the basic old-age and
survivors insurance system. The Bureau of the Budget, the Civil Service Com-
mission, and the Federal Security Agency are now carrying on jointly a fact-
finding study of existing problems in the relationships between the civil service
retirement and the old-age and survivors insurance systems. However, this
covers but a small part of this Government-wide problem.
In addition to providing higher benefits for those now retired, H. R. 7971 and

S. 2968 provide for a study to be made by a Committee on Fiscal Policy for
Federal Civilian Retirement Systems. It would be the purpose of this study to
determine the best methods of discharging the Government's financial responsi-
bility under all the Federal civilian retirement systems.
The Bureau of the Budget strongly favors such a study. However, we believe

that its usefulness would be greater if the scope were broadened. As outlined in
the bills, the inquiry would be confined to determining the best method of financ-
ing the Government's share of the costs of the Federal civilian retirement systems.
If the study were broadened to include a thorough actuarial investigation of the
nature and cost, as well as the financing, of benefits under all the retirement and
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related benefit systems for Federal personnel, it would provide a much better
basis for reconsideration of present policies.
We base this view in part on a preliminary study made pursuant to Hoover

Commission recommendations. This study was conducted for the Bureau of the
Budget by an independent actuarial firm and financed from the President's man-
agement improvement fund. The report covered 13 different retirement systems
maintained for Federal personnel, with many widely differing plans and provisions.
We estimate that obligations to pay benefits are now accruing for all these systems
at a yearly rate of over $2 billion.

Actuarial Report No. 1, which is chiefly a tabulation of provisions and benefits
of Federal employee retirement systems was prepared as part of this study. This
could readily serve as the starting point for the broader study which we think is
needed. Although a copy of this report was provided to your committee when it
was completed, we should like at this time to make available another copy in the
event that you wish to incorporate it in the record of these hearings.

Specifically, it is recommended that the investigation apply actuarial and
other techniques to the comparative study of the following aspects of the general
subject:

1. The types and amounts of retirement and other related benefits provided
to Federal personnel, including their role in the compensation system as a
whole;

2. The necessity for special benefit provisions for selected employee groups,
such as overseas personnel and employees in hazardous occupations;

3. The relationships of these benefit systems to one another, to the Federal
employees' compensation system, and to such general systems as old-age and
survivors insurance system; and

4. The current financial status of the several systems, the most desirable
methods of cost determination and funding, the division of costs between
the Government and the members of the systems, and the policies that should
be followed in meeting the Government's portion of the cost of the various
systems.

With this broader assignment, it would also appear desirable to change the
name of the proposed study committee to the Committee on Retirement Policy
for Federal Personnel. We also support a suggestion which has been made by
the Civil Service Commission for the enlarging of the membership of the proposed
Committee to include the Chairman of the Civil Service Commission and also a
fifth member to be designated by the President as the Committee Chairman. The
bill should also be amended to authorize appropriations necessary for the conduct
of the study. Such a study cannot be made successfully without incurring
expenditures for personnel, actuarial and other consultants, supplies and services,
and printing.

In conclusion, it seems evident that, whether or not the Congress decides at this
time to provide increased benefits to present annuitants, the policy problems
involved in the existing benefit systems for Federal personnel are increasingly
complex and interrelated. A thorough study is needed to provide a solid basis
for future adjustments and improvements in these systems.

CHANGES IN EXISTING LAW

ID compliance with paragraph 2a of rule XIII of the Rules of the
House of Representatives, changes in existing law made by the bill,
as passed the Senate, are shown as follows (new matter is printed in
italics, existing law in which no change is proposed is shown in roman):

SECTIONS 8 AND 13 OF THE CIVIL SERVICE RETIREMENT ACT OF MAY 29, 1930,
AS AMENDED

BENEFITS EXTENDED TO THOSE ALREADY RETIRED

SEC. 8. (a) In the case of any officer or employee who before the effective date
of this Act shall have been retired on annuity under the provisions of the Act of
May 22, 1920, as amended, or section 8 (a) of the Act of June 16, 1933, the annuity
shall be increased, effective on the first day of the second month following the
month in which this Act is enacted by 25 per centum or $300, whichever is the
lesser: Provided, That each such annuitant may, prior to the effective date herein
prescribed, elect to retain his or her present annuity, in lieu of the increased annuity
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provided by this section, and name his wife or her husband to receive upon his or
her death one-half of his or her present annuity but not to exceed $600 per annum
during the remainder of the life of such surviving husband or wife and upon the
death of such survivor no further annuity shall be due or payable. Any such
annuitant who died during the period beginning on February 29, 1948, and end-
ing on April 30, 1948, leaving a surviving wife or husband, shall be deemed to
have made the election authorized in the foregoing proviso and to have named
such wife or husband to receive an annuity as provided in such proviso, but no
such annuity shall bcc3me due or payable to such wife or husband prior to April
1, 1948. Except as provided in this section, the amendments made by this Act
shall not apply in the case of officers and employees retired prior to the effective
date of this Act.
In case any officer or employee shall have been separated subsequent to Janu-

ary 23, 1942, and pr:or to the effective date of this Act and have acquired title
to annuity under section 7 of the Act of May 29, 1930, as amended, beginning
after such effective date, his rights shall be determined and annuity computed
as though this Act had not been enacted: Provided, That any such officer or
employee who has completed less than twenty years' civilian service may elect
to forfeit his right to such annuity and elect to receive in lieu thereof the amount
credited to his individual account together with interest compounded on Decem-
ber 31 of each year at the rate of 4 per centum to the date of his separation or
December 31, 1947, whichever may be the earlier, and at the rate of 3 per centum
for any period thereafter before April 1, 1948: Provided further, That if the
separation of such officer or employee was involuntary, not by removal for cause
on charges of misconduct or delinquency, the total amount of deductions, with
such interest, shall be returned.

In the case of any officer or employee who, prior to the effective date of this
Act, shall have been retired on an annuity under the provisions of the Alaska
Railroad Retirement Act, as amended, the Canal Zone Retirement Act, as
amended, or section 8 (b) of the Act of June 16, 1933, the annuity shall be in-
creased effective April 1, 1948, by 25 per centum or $300 whichever is the lesser:
Provided, That each such annuitant may, prior to the expiration of sixty days
following the date of enactment of this paragraph, elect to retain his or her
present annuity, in lieu of the increased annuity provided by this paragraph,
name his wife or her husband to receive upon his or her death one-half of his
or her present annuity but not to exceed $600 per annum during the remainder
of the life of such survivor and upon the death of such survivor no further annuity
shall be due or payable. Any such annuitant who shall have died between the
effective date of this Act and the expiration of the said sixty-day period after the
enactment of this paragraph leaving a surviving wife or husband shall be deemed
to have named such wife or husband to receive an annuity as provided herein,
but no such annuity shall become payable to such wife or husband prior to the
date of enactment of this paragraph. Except as provided in this paragraph,
the provisions of this Act shall not apply in the case of officers and employees
of The Alaska Railroad, Territory of Alaska, or officers and employees of the
Panama Canal or the Panama Railroad Company (1) retired prior to the effec-
tive date of this Act, or (2) separated prior to such date, in which case their
refund or annuity rights shall be determined as though the Alaska Railroad
Retirement Act and the Canal Zone Retirement Act had not been repealed:
Provided, That there shall be deemed applicable as of July 29, 1942, to such
officers and employees of the Panama Canal and the Panama Railroad Company,
the provisions of the Act of July 30, 1947 (61 Stat. 521), respecting the return
of amounts deducted from compensation.
(b) (1) In tte case of any retired officer or employee mentioned in the first

paragraph of ubsection (a) who did not elect a survivor's annuity in accordance
with the proviso in such subsection, there shall be payable upon his or her death,
to his or her wife or husband to whom the annuitant was married before April 1,
1948, an annuity equal to one-half of his or her present annuity (excluding the
increase therein under subsection (a)), but not to exceed $600 per annum, during
the remainder of the life of such survivor. The provisions of this paragraph shall
apply in the case of any such annuitant who died subsequent to April 30, 1948.
(2) Any such retired officer or employee who elected a survivor's annuity in

accordance with the proviso in subsection (a) shall be paid an increase in his
annuity of 25 per centum or $300 whichever is the lesser.

(c) (1) The annuity of any employee who, before the date of enactment of this
amendment, was retired and is receiving or entitled to receive annuity from the fund,
shall be increased, effective on the first day of the second month following enactment of
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this amendment, by $36 for each full six-month period elapsed between the commencingdate of annuity and October 1, 1952: Provided, That such increase in annuity shallnot exceed the lesser of $324 or 25 per centum of the present annuity: Provided further,That the increases to retired employees provided by this subsection shall not operateto increase the annuities of their survivors.
(2) The increases in annuity provided by this subsection shall be paid from thecivil-service retirement and disability fund, and shall terminate, without subsequentresumption, under either of the following conditions:(A) At the end of the second month following the third consecutive month for whichthe Consumers' Price Index of the Bureau of Labor Statistics is less than 169.9, theindex for the month of April 1948. In the event that the Bureau of Labor Statisticsrevises the basis of calculating the Consumers' Price Index, it shall immediately furnishto the Commission a conversion factor designed to adjust to the new basis the indexfigure of 169.9 described herein, and such adjusted index shall be used for the purposesof this subsection.
(B) On June 80, 1954, or on June 30 of any subsequent year, unless before suchdate an appropriation has been made to the civil-service retirement and disabilityfund for the specific purpose of compensating said fund for the cost, as determinedby the Commission, of increases provided by this subsection during the fiscal yearimmediately preceding such date.

PAYMENT OF ANNUITIES AND FORM OF APPLICATION
SEC. 13. Annuities granted under the terms of this Act shall accrue monthlyand shall be due and payable in monthly installments on the first business day ofthe month following the month or other period for which the annuity shall haveaccrued. Payment of all annuities, refunds, and allowances granted hereundershall be made by checks drawn and issued by the Treasury Department in suchform and manner and with such safeguards as shall be prescribed by the CivilService Commission in accordance with the laws, rules, and regulations governingaccounting that may be found applicable to such payments.Applications for annuity shall be in such form as the Civil Service Commissionmay prescribe, and shall be supported by such certificates from the heads ofdepartments branches, or independent offices of the Government in which theapplicant has been employed as may be necessary to the determination of therights of the applicant. Upon receipt of satisfactory evidence the Civil ServiceCommission shall forthwith adjudicate the claim of the applicant, and if title toannuity be established, a proper certificate shall be issued to the annuitant underthe seal of the Civil Service Commission.
An annuity granted for retirement under the provisions of section 1 or 2 of thisAct shall commence the first day of the month following the date of separationfrom the service, or on the first day of the month following the month in whichsalary shall cease provided the employee meets the age and service requirementsfor retirement at that time, and shall continue during the life of the annuitant.An annuity granted under the provisions of section 6 or 7 hereof shall be subjectto the limitations specified in said sections.
The term "annuitant" as used in this Act shall include any employee who hasmet all requirements of the Act for title and has filed claim therefor, notwithstand-ing final administrative action was not taken by the Civil Service Commissionprior to his death. Nothing in this section shall be so construed as to reduce anybenefit otherwise payable.
Any person entitled to annuity from the civil-service retirement and disability fundmay decline to accept all or any part of such annuity by a waiver signed and filed withthe Commission. Such waiver may be revoked in writing at any time, but no pay-ment of the annuity waived shall be made covering the period during which suchwaiver was in effect: Provided, That, when established by affidavit, personal servicerendered the Senate prior to July 1, 1935, as clerk to the Secretary for the Majority oras clerk to the Secretary for the Minority shall be creditable for civil-service retirementpurposes on the same basis as other Senate service: And provided further, That,when established by affidavit, personal service heretofore or hereafter rendered as anemployee of a senatorial campaign committee shall be creditable for civil-serviceretirement purposes on the same basis as other Senate service.



MINORITY VIEWS OF REPRESENTATIVE TOM
MURRAY

At the start of hearings on the various bills to increase annuities of
retired Federal employees I openly and plainly stated that I was op-
posed to any such increase, and why. Nothing that has transpired
since warrants any modification of those views. In fact, my opinion
that such increases are ill-advised, unfair, and dangerous at this time
has been strengthened by the hearings.

SURVEY BEFORE ANY INCREASE

It is my unalterable conviction that Congress should not consider
any legislation to liberalize retirement annuities until after a compre-
hensive survey has been made of the many existing retirement plans
and similar benefits for civilian and military personnel of the Govern-
ment. There can be no informed legislation except on the basis of
the results of such a survey.
The Assistant Director of the Bureau of the Budget made the fol-

lowing statement at the hearings:
There is need for a thorough reevaluation of basic policy for the provision and

financing of retirement and other types of similar benefits for all categories of
Federal personnel. This involves also the clarification of the relationships among
the various staff pension systems as well as between such systems and the basic
old-age and survivors insurance system. The Bureau of the Budget, the Civil
Service Commission, and the Federal Seculity Agency are now carrying on jointly
a fact-finding study of existing problems in the relationships between the civil
service retirement and the old-age and survivors insurance systems. However,
this covers but a small part of this Government-wide problem.

We base this view in part on a preliminary study. The report covered 13
different retirement systems maintained for Federal personnel, with many widely
differing plaus and provisions. We estimate that obligations to pay benefits are
now accruing for all these systems at a yearly rate of over $2 billion.

The President last year asked Congress to make such a survey. I
think it would be very enlightening, particularly with respect to dupli-
cation and overlapping of payments. Aside from the matter of private
incomes, many annuitants have entered private industry and are
receiving or will be eligible for social security benefits along with re-
tirement. Some get payments based on military or naval service as
well as retirement. Some may get all of these.
Such "survey" as is provided for in S. 2968 will be after the in-

creases have been paid. It will be merely locking the stable after the
horse is stolen. It could not restore 1 cent to the retirement fund
or the Treasury, even though it showed that the increases granted by
the bill were not justified. As pointed out by the Bureau of the
Budget, the scope of the survey should be greatly broadened to include
a thorough actuarial investigation of costs as well as financing of
benefits under all retirement and related benefit systems for Federal
personnel.

11
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This legislation creates a Committee to handle this important sur-
vey, but leaves the Civil Service Commission without representation
on the Committee. It is imperative, I think, that the Chairman
of the Civil Service Commission should be a member of any such
Committee.

RETIREMENT FUND DANGEROUSLY LOW

I have stated before, and I reiterate now, my opposition to increasing
retirement benefits or annuities in any way, shape, or form because
it will jeopardize the soundness of the civil service retirement fund.
The Chairman of the Civil Service Commission reported that the fund
presently is in the "red" nearly $5 billion insofar as concerns having
sufficiently funds to meet its obligations and liabilities. The fund
fails by nearly $150 million to cover the amounts due those already
retired—a total of $2,016,051,658 based on life expectancy—plus the
amounts due present employees if they should withdraw the money
in their individual retirement accounts. For the past 4 years there
has been a total deficit of $1,800,000,000. The Chairman of the Civil
Service Commission submitted a most revealing "balance sheet" com-
paring the condition of the fund 5 years ago and 1 year ago. It does
not take a certified public accountant to see, from this statement, that
any further charge on this fund to increase present annuities would
be most unwise. The statement follows:

Statement of condition of the civil service retirement and disability fund as of June 30,
1947, and June 30, 1951

June 30, 1947 June 30, 1951

LIABILITIES

1. Liability to present and former employees for deductions from
payroll, service-credit purchases, voluntary deposits, and
accrued interest 

2. Liability to beneficiaries or heirs of deceased, retired employees for
unliquidated balances of their contributions, with interest 

3. Liability to retired employees and survivor annuitants for pay-
ments accrued during June, payable July 1 

4. Liability for all future payments in respect to employee and sur-
vivor annuitants on the roll 

5. Liability for prospective annuity benefits based on service already
rendered by present and former employees, not yet retired, in
excess of benefits to be provided by their contributions with

$1, 571, 744, 233. 29

1, 187, 210. 41

8,911, 558.28

887, 098, 688. 00

$2,

2,

550,

1,

17,

016,

616,

597,

224,

051,

394.06

797.79

223. 18

658.00

Interest 3,103,977.903.96 4,709,437,039.86

6. Total 

ASSETS

5,572,919,593.94 9,294,927,112.89

7. Cash and investments in obligations of the United States 

DEFICIT

2,478,919,593.94 4,419,927,112.89

8. Excess of liabilities over assets 3,094, 000, 000. 00 4,875,000,000. 00

The Chairman pointed out that—
the three Civil Service Commissioners by law are the trustees of the civil service
retirement and disability fund. They feel that a responsibility rests upon them
to protect this fund in order that the promises made in the legislation may be
fulfilled.

I am just old-fashioned enough to feel that the Government, like its
citizens, should consider its word its bond, its trust sacred. This
legislation will coerce the trustees of the civil service retirement trust
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fund into a breach of trust, and cause serious depletion of individual
equities in the trust. This legislation will pump $62 million out of
the trust fund in 2 years, and leave it up to chance that some future
Congress will make an appropriation to replenish the fund, if needed,
when present workers become entitled to their annuities. If the
increase is continued on a permanent basis from appropriations, as
authorized by this bill, there will be an additional cost of $218 million.
No matter how you look at it, this proposed increase for persons al-
ready retired must come either from the taxpayers or from the equities
in the retirement fund of those who will retire in the future.
Among the most striking testimony on this legislation was the state-

ment by the Chairman of the Civil Service Commission that he had
explained this legislative proposal to groups of a thousand or more

esent Federal employees who overwhelmingly opposed it when they
came to understand its effect on their individual equities in the retire-
ment fund.

BENEFITS VERSUS CONTRIBUTIONS

Present annuitants as a group have received payments already
many times greater than their contributions. Our Government has
been most generous to them. Service before 1920 has been credited
without any contribution at all to the retirement fund. For 6 years
after 1920 contributions were at the rate of only 2% percent. There-
after the rate was 3% percent for 16 years, 5 percent for 6 years.
Only those retiring since 1948 have contributed 6 percent, the rate
all present employees are paying. Yet, these retired employees
want increases which will make their annuities largely comparable
to those many present employees will receive upon retirement.
This unfairness is emphasized by cold statistics. A Civil Service

Commission statement was furnished showing that the 166,000 annui-
tants on the rolls June 30, 1951, had contributed about $240 million.
These people already have been paid approximately $947 million, and
will receive $2,816,000,000 more based on their life expectancies, or
$3,763,000,000 in all. This is better than a 12-to-1 return on invest-
ment. No present employee will get such a windfall.

POLICY OF CONGRESS

I deeply sympathize with annuitants who are in financial distress.
I supported the measures which in 1948 provided for increased annui-
ties for retired employees or the option of survivors' annuities, as
well as the increases in both employee and survivor annuities granted
in the Eighty-first Congress. But these gratuitous increases did
not commit the Government to any policy of giving regular increases
whenever demanded. Nor has our Government ever guaranteed
that annuities will increase with the cost of living.
The civi -service retirement and disability fund is a trust fund. I

am sure that every Member of Congress is deeply and gravely con-
cerned in preserving the soundness and integrity of this trust fund so
that it will meet all future liabilities and obligations. It is both unwise
and unconscionable to leave the responsibility for payment of annui-
ties on the taxpayers of the country or as a loadstone on the next
generation of Federal employees.

H. Repto., 82-2, vol. 4-50
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I am not unaware of the grave problems faced by all who are retired
on small incomes and must cope with the reduced purchasing power
of the dollar. But I think, first of all, we should look before we leap;
the comprehensive survey recommended by the Bureau of the Budget
should be made before any increase in Federal annuities is granted.

Also, let there be no mistake: if the financial integrity of the retire-
ment fund is further impaired, the day is then fast approaching when
the civil-service retirement system will be merged with social security.
I strongly oppose such a merger. I have yet to hear a single Federal
employee who would desire it. The Federal civil-service retirement
system now is the best and most liberal retirement system in the world.
The Civil Service Commission calls it—
an instrument of personnel policy similar to provisions concerning pay, leave, and
working conditions. Taken together these constitute the Government's com-
petitive offer in the labor market. They may be revised from time to time as
conditions change but the primary reason for such revision is the need for the
Government to maintain a competitive position as an employer.

I, for one, insist that we treat all citizens alike, whether employees
of the Government or private industry, and that we shall not give
special benefits to a select few. Such preferential treatment as this
legislation would afford a small group of former Government employ-
ees is particularly damaging because it attacks a keystone of our
civil service.

TOM MURRAY.
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